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For the July 1,2002 rate semester only,the operating component inflation 


multiplier in the above equation shall be adjusted upward for each provider until 


this adjustmentin conjunction with the adjustment in B.17. c. results
in an 

estimated additional reimbursement the operating component perB.18. The 

aggregate of these adjustments in the inflation multiplier shall not result in an 

operating per diem rate that exceedsthe operating per diem costs adjusted for 

inflation in stepB.6 or be lessthanan operating per diem cost calculated using 

an inflation multiplierof 1.4. EffectiveJuly 1,2003, the inflation multiplier will 

be adjusted downwardfor each provider untilthe additional reimbursement in 

the operating component perV.B.18 is eliminated. For the January 1,2002 rate 

semester, there shall not be a target applied tothe direct and indirect care 

subcomponentsof the patient care per diem. For rate semesters subsequent to 

January 1,2002, the indirect patient care subcomponent shall be limited tothe 

target reimbursement described above, whereasthe direct patient care 

subcomponent shall not be limited to the target reimbursement. 

17. 	 Establish the reimbursement ceilings for operating and patient care cost per 

diems for each class asthe lower of 

a. The costbasedclassreimbursementceilingdeterminedinStep B. 15. 

b. 	 For rateperiodsbeginningJuly1, 1996,except foronly theJanuary 1, 

2000 rate semester for the patient care component,class 

reimbursement ceiling as calculatedin B.17.b., fromthe previous rate 

semester, inflated forward with 1.4 (inflation multiplier) the rate of 

increase inthe Florida Nursing Home Cost Inflation Index through a 

calculation similar to that given in Step No reimbursement ceiling 

can increase in excess of a15 percent annual rate. For the January 1, 
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2002 rate semester, there shall be a target applied tothe direct and 

indirect care subcomponents of the patient care per diem. For rate 

semesters subsequent to January1,2002, the indirect patient care 

subcomponent shallbe limited to the target reimbursement described 

above, whereasthe direct patientcare subcomponent shall not be limited 

to the target reimbursement. 

c. 	 FortheJanuary 1,2000 ratesemester only, the 1.4patient care component 

inflation multiplier shallbe adjusted upward for each class ceiling until 

this adjustment in conjunction withthe adjustment in B. 16. resultsin an 

estimated additional reimbursementin the patient care component per 

B. 18. The adjustment in the inflation multiplier shall not result in a patient 

care class ceiling that exceeds the class ceilings determinedin Step B. 15 or 

be less thanthe class ceiling calculated using an inflation multiplierof 1.4 

For the July1,2002 rate semesteronly, the operating component inflation 

multiplier in the above equation be adjusted upward for each provider 

until this adjustment in conjunction the adjustment in B.16.resultsin 

an estimated additional reimbursement the operating component per B. 

18. This adjustment in the inflation multiplier not result in an 

operating class ceiling that exceeds the operating class ceiling determined 

in stepB.15 or be less than the class ceiling calculated usingan inflation 

multiplier of 1.4. Effective July 1, 2003, the inflation multiplier willbe 

adjusted downward for each provider the additional reimbursement in 

the operating component perV.B. 18 is eliminated. 

18. 	 The adjustments made tothe patient care inflation multiplier in Sections I. B. 1, 

V.B. 16 andB.17. of this plan shall be only when the January 1,2000 rates 
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are initially established and shallnot be subject to subsequent revision. These 

adjustments shall resultin an estimated additional reimbursementin the patient 

care component of$9,05 1,822 for theJanuary 1,2000 rate semester. 

The adjustments made to the operating inflation multiplier in SectionsI. B.1, 

V.B. 16 andB. 17. of thisplan shall be made only when the 1,2002 andJuly 

1,2003 rates are initially established and shallnot be subject tosubsequent 

revision. The adjustments shallresult in an estimated additional reimbursement 

in the operating component of $26,925,842 for the 1,2002 rate semester. 

Effective July 1,2003,$26,925,842, in the aggregate, shallbe eliminated from 

the operating component. 

19. 	 Establish the reimbursement ceilings for the operating and patient care cost per 

diems for the Size1-100 bed central  Florida Counties" and Size101-500 beds 

"Central Florida Counties" classes as the arithmetic average of the 

reimbursement ceilings determinedin Section V.B. 17. 

20. Compute the total cost-related per diem for a facility as the sum of 

a. 	 The lower of the property cost per diem obtained in Step B.7. or the 

applicable statewide property cost per diem ceiling calculatedin B.S., 

for facilitiesnot reimbursed under FRVS. For thosereimbursed under 

FRVS, substitute the FRVS rate calculated per SectionE. below, which 

shall be thes u m  of the propertytax (which excludes salestax on lease 

payments) and insurance per diems plusthe per diem calculated based 

on theindexed 80 percent asset value plus theROE or use allowanceper 

diem calculated on theindexed 20 percent asset value. 

b. Returnonequityperdiem obtained in Step B.7. 
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c.Incentivesforboththeoperating andpatientcarecostsperdiems 

obtained in Steps C. D. below. 

d. 	 The lower of the operating cost per diem obtained in Step B.7, the 

operating target per diem obtainedin Step B. 16., or the applicable 

ceiling obtainedin StepB. 17. 

e. The lower of the patient care cost per diem obtained in Step B.7, the 

patient care target per diem obtained in B.16., or the applicable 

ceiling obtainedin StepB. 17. 

f. 	 The lower of the indirect patient care cost per diem obtained in Step B.7, 

the indirect patientcare target perdiem obtained in Step B. 16, or the 

applicable ceiling obtained in StepB. 17. 

g. 	 The Medicaid Adjustment Rate (MAR) add-on asdescribedin F below, 

the Case-mix Adjustment add-on as describedin G below, and the Direct 

Care Staffing Adjustmentadd-on as describedin H below. For the 

January 1,2002 rate semester and subsequent rate semesters, the case­

mix adjustment add-onand the Direct Care Staffing Adjustment (DCSA) 

add-on are eliminated. 

2 1. Establish the prospective per diem for a facility as the result of StepB.20. 

C. Quality of care and costcontainmentincentivesforrateperiodsduring 

April 1,1983 through June 30, 1985. 

1. 	 To encouragehigh-qualitycarewhilecontainingcosts,thisplanprovidesthe 

following: 

a) 	 Providers who receivea"conditional"licensureratingshallreceiveno 

incentive for the duration of time that the conditional licensure ratingis 

applicable. 
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2. 

b) 	 Providersthatreceivea"standard"licensurerating may beeligiblefor 

an incentive. For any period during which a provider has an operating 

cost per diemfrom Step B.7. belowthe class ceiling,an incentive of 

33.33 percent ofthe difference betweenthe class ceiling andthe 

operating cost per diem from Step B.7 shall be used in computingthe 

provider's prospective per diem ratein Step B.20.c. This incentive shall 

not be greater than 20 percent ofclass ceiling amount. 

Providers with a "superior" licensure ratingmay be eligible foran incentive, in 

either the operating cost or patient care cost or both, forthe period of time 

during which they have a superior licensure rating. The incentives shall be 

determined as follows: 

a) 	 If the operating cost per diem fromStep B.6 is below the class ceiling, 

an incentive of 66.67 percent the class ceilingof the difference between 

and the operating cost per diem from B.6 shall be used in 

computing the provider's reimbursement rate in StepB.20~.This 

incentive shall not be greater 20 percent of theclass ceiling. 

b)If the patient care cost per diem from Step B.6 is below the class ceiling, 

an incentive of10 percent of the difference between the class ceiling and 

the patient care cost per diem from Step B.6 shall be usedin computing 

the provider's reimbursement rate in Step B. 20c. This incentive shall 

not be greater than 5 percent of the class ceiling. 

D. 	 Quality of care and cost containment incentives for rate periodsbeginningon or after 

July 1, 1985 through June30,1996. 

1. 	 To encouragehigh-qualitycarewhilecontainingcosts,thisplanprovidesforthe 

following incentive payments. Incentives shall be paid for the current rate 
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semester period based on a weighted average of the incentive amounts calculated 

using the licensure ratings that were in effect in the rate semester period 1 year 

prior. For operating costs, the operating cost per diem shallbe less than theclass 

ceiling and licensure ratings other than conditional shall have been received. For 

patient care costs, the patient care cost per diem shall be less than the class 

ceiling and a superior licensure rating must have been received. 

2. The calculation of the per diem incentive amounts are as follows: 

(a) 	 Determine the number of days during the 6-month period 1 year prior to 

the rate semester for which the facility held each ofthe three possible 

licensure ratings: superior, standard, and conditional. 

Example:For the ratesemesterJanuary1,1986throughJune30,1986, the 6-monthperiod 

1 year prior is January1,1985 to June 30,1985. During that prior period, the 

provider's licensure ratings were: 

DAYS PERIOD 

1/1/85Superior - 1/31/85 31 

2/1/85 59- 3/31/85 

Standard 4/1/85 - 6130185 ­91 

181 

(b) 	 For the rate periods beginning on or after January 1, 1988, if the lower of 

the operating cost per diem from Step B.6 the operating targetper 

diem from StepB.16. is less thanthe class ceiling, calculate the positive 

difference. If the lower ofthe two per diems is greater than the ceiling, 

then skip c. throughe. below. 

(c) 	 Multiply the difference in (b) above by the product of .6667 times the 

proportion of days in the period 1 year prior that a superior licensure 
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rating was held. Usingthe example in(a) above, this product would be: 

(.6667) x(311181). For rate periods beginning July1, 1995, multiply the 

difference in(b) above by the product of .64 timesthe proportion of days 

in the period1 year prior that a superior licensure rating was held. 

Using the example in(a) above, this product would be:(.64) x (311181). 

(d) Multiply the difference in (b) above by the product of 1/3 times the 

proportion of days in the period1 year prior that a standard licensure 

rating was held. Example: (.3333) x (91/181). For rate periods 

beginning July1, 1995, multiplythe difference in(b) above by the 

product of .32 times the proportionof days in the period 1year prior that 

a standard licensure rating was held. Example: (.32) x (91/181). 

(e) 	 Establish the weighted operating cost incentive per diemas the lesser of: 

the sum of the results of(c) and (d) above; or20 percent of the class 

operating cost ceiling for rate periods prior to January1, 1988, or 15 

percent of the class operating reimbursement ceiling for rate periods 

beginning onor after January 1, 1988, or 10 percentof the class 

operating reimbursement ceiling for rate periods beginning on or after 

July 1, 1995. 

(f) 	 For rate periods prior to January 1, 1988, if the patient care cost per 

diem from Step B.6is less thanthe class ceiling, calculatethe positive 

difference. If the patient care cost per diem is greater than the class 

ceiling, skip(g) and (h) below. 

(8) Multiply the difference in (f)above by the product of (.1) timesthe 

proportion of days in the period one year prior that a superior licensure 

rating was held. Example: (.1)x (31/181). 
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(h) Establish the weighted patient care cost incentive as the lesser of: the 

result of (g)above or 5 percent ofthe class patient care cost ceiling. 

(i) Establish the total incentive paymentas the sum of (e) and (h), if 

applicable. 

(i) 	 An example of the complete calculation is shown here, based upon the 

following information: 

(1)Currentratesemesterperiod:January 1, 1986to 

June 30,1986; 


Rate semester period1 year prior: 


January 1,1985 to June30,1985; 


(2) Licensureratings in effectduringJanuary1,1985to 

June 30, 1985: 

RATING PERIOD 

Superior 1/1/85- 1/31/85 

Conditional 2/1/85 - 3/31/85 

4/1/85 - 6130185 

DAYS 

31 

59 

-91 

181 

(3) The operating cost per diem is $3.00 below the class ceiling. 

(4) The patient care cost per diem is $10.00 below the class ceiling. 

The incentivefor the current rate semester period, January 1, 1986- June 30, 1986 is: 

RATING: OPERATING 

Superior$3.00 x .6667 x 31/181= $0.3426 
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NIA x N/A 

PATIENT CARE 

NIA x 59/181= NIA 

N/Ax NIA 

This total incentiveof $1.0166 is added in the rate calculation in V.B.20.c. 

(1) 


(k) 	 For rate periods beginning on or after January 1, 1988, calculate each 

facility's reimbursement rate for patient care costs as described in V.B. 

20.e. Multiply this per diem by .03 times the proportion of days in the 

rate period one year prior that a superior licensure rating was held. 

Example:(.03) X 311181).The resultofthiscalculationwill 

represent the quality of care incentive to which the provider is entitled. 

This incentive is be included in the provider's total reimbursement rate 

in placeof the incentive determined in V.D.2.(h). 

For rate periods beginning on and after July 1, 1993, incentive payments shall be 

prorated based upon a facility's Medicaid utilization percentage, except as 

modified in (m) below. Facilities with 90%or greater Medicaid utilization shall 

receive 100% of their incentives. Facilities 20% or less Medicaid 

utilization shall receive no incentives. Facilities between 20% and 90% 

Medicaid utilization shall have their incentives proratedby multiplying their 

incentives by the percentage calculatedin the following formula: 
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[ Medicaid UtilizationYO- 20% 1 

100 x 70yo 

For rate periods beginning July1, 1995, facilities with65% or less 

Medicaid utilization shall receive no operating incentives. 

Facilities between65% and 90% Medicaid utilization shall have 

their operating incentives prorated by multiplying their operating 

incentivesby the percentage calculatedin the following formula: 

medicaid Utilization YO- 65%1 

100 x 25yo  

E. 1, FRVS for existing atfacilitiesOctober 1, 1985. 

a.Eachexistingfacility,atOctober1,1985,shallhave an FRVSrate 

established for capitalized tangible assets based upon the assets' 

acquisition costs at the last dates of acquisition prior to July 18, 1984. 

Facilities purchased after July 18, 1984 not enrolled in the Medicaid 

program prior to the purchase or facilities constructed after July 18, 

1984 and enrolled in the program shall havean FRVS rate establishedon 

the basis of the last acquisition costs prior to enrollingin the Medicaid 

program. The acquisition costs shallbe determined from the most 

current depreciation schedule which be submitted by each provider. 

These acquisition costs, includingthe cost of capital improvements and 

additions subsequent to acquisition, shall be indexed forward to October 

1, 1985 by a portion the rate of increase in the Florida Construction 
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Cost Inflation (FCCI) Index basedon the Dodge Construction Index. 

The change in the FCCI Indexfrom September, 1984 to March, 1985 

shall be used to project the FCCI Index for October 1, 1985, with no 

subsequent retroactive adjustment.The costs of land, buildings, 

equipment, and other capital items allowable for Medicaid 

reimbursement per CMS-PUB.15-1 suchas construction loan interest 

expense capitalized, financing points paid, attorneys fees, and other 

amortized "soft" costs associated with financingor acquisition shallbe 

included in determining allowable acquisition costs subject to indexing. 

Property taxes (which excludes sales tax on lease payments) and 

property insurance expenses shall not be includedin the calculation of 

the FRVS rate, but shall be reimbursed prospectively, based on actual 

costs incurred and included in the total property rate. For FRVS rates 

calculated after October1, 1985 but prior to July 1, 1991, the 6-month 

change in the FCCI Index based onthe Dodge Construction Index shall 

be determined for adjusting FRVS rates. For rates effective on or after 

July 1, 1991, the FCCI Index basedon the DRVMcGraw - Hill Health 

Care Costs, Consumer Price Index All Urban All Items South Region 

shall be used. 

FRVS rates shall be adjusted for inflation on each January1 and July 1, 

using the change in the FCCI Index for the most recent 6-month period 

published prior to the rate semester. FRVS rates shall be adjusted per 

subsections f. andj.  below for changesin interest rates on capital debt 

instruments and for capital additionsor improvements on each January1 

and July1. (See AppendixB for computation ofthe index). 
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b. 	 A single FCCI Index, based upon the average of the Dodge Construction 

indices for thesix cities in Florida for which an index is published, shall 

be used throughJune 30, 1991 and themost recently publishedDRI 

Health Care CostsAll Urban All Items South Region Index quarterly 

indices for July1, 1991 and thereafter. The rate of increase in the FCCI 

Index, for purposesof indexing FRVS rates, shall be limited to a 3 

percent semi-annual increase; however, during semesters whenthe 

increase in the index is greater than 3 percent, a credit, calculated as the 

actual increase minus 3 percent, shallbe carried forward for future 

periods and added to the increase in the index, up to a maximum of 3 

percent, when the actual future increasesin the index are less than 3 

percent. For example, if the increase in the index 4ispercent in Period 

1 , 3  percent shall be used and a credit of1 percent shall be carried 

forward; then,if the increase in the index is2 percent in Period 2, a 3 

percent rate of indexing shallbe used, by adding the1 percent credit to 

the actual 2 percent increase. If more than 2 percent credits were 

available, a maximum of 3 percent rate of indexing would be used, and 

the remaining credits would againbe carried forward to future periods. 

The credits shall carry byforward indefinitely until they are reduced 

applying them to periods during which the rate of increasein the FCCI 

Index is less than 3 percent.The credits shall accrueby individual 

facility, so that any facility entering the program in a period where the 

increase in the FCCI Index is less than3 percent shall not benefit from 

credits accrued during prior periods by other facilities. 
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